Abstract
Introduction
There are many kinds of securities in capital market nowadays internationally or locally may cause the expansion of asset securities for investor. This condition makes investor have risk and the rate of return at the same rate or even risk smaller than the rate of return. Moreover, the good investor will able to diversify their assets among industries/sectors, which will produce lower risk and higher expected return for their portfolio. The possibility to reach risk-return-trade-off in some kind of securities supported by annual return and standard deviation from each shares will producing optimal return overall.
Generally, portfolio investment is the diversification in some investment instrument done by individual investors or institution. The purpose of investors to form portfolio by any investment instrument was only to reduce the risk. Diversification is very important to be done because the most of investors still avoiding the risk. The more numerous investment instruments are chosen, then the more risk can be minimized.
Focus of this article is on the investment shares that can be trade through stock exchange. Hence, there are several modifications from Robert Ang's theory of developing investment portfolio.
Literature Review

Portfolio
When managing assets, investors have to select and combined in certain composition and proportion so that it can be reach the optimum point between risks and required return. The asset combination in unity is called portfolio investment (Bayumashudi, 2006) . Moreover, Frank J. Fabozzi (1999) stated that portfolio theory is associated with portfolio selection, which can maximize the investment return according to the risk that can be accepted. Through a quantitative model and historical data, this theory is able to count the rate of expected portfolio return and the acceptable risk of a portfolio, also shows how to form an optimal portfolio (Nuraida, 2004) .
A portfolio also has rate of return and rate of risk similar as other investment assets.
However, forming a portfolio is an effort to make the best trade-off between risk and return. Low risk doesn't mean will satisfy the investor because it tends to generate low return. In reverse, high return usually correlated with high rate of return. Rational investor will looking for the best combination between risk and return for its portfolio (Bayumashudi, 2006 ).
Markowitz portfolio model
Harry Markowitz introduced portfolio theory for the first time. Together with his friend, William Sharpe, the founder of capital market theory he got a noble in October 1990.
Quantitatively, Markowitz shows how diversified portfolio able to minimize risk. Portfolio risk is not only about weighted average from every stocks/assets in portfolio, but DOI 10.18502/kss.v3i11.2872
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The 2nd ICVHE also considered the correlation between stocks. Statistic concept such as coefficient correlation and covariance in this case is very important.
Markowitz approach in developing portfolio is that investors must evaluate their portfolio based on their expected return and the risk, which measured by standard deviations. Markowitz then publishing the concept called efficient portfolio. Efficient portfolio is portfolio, which had the smallest risk for the same expected return, or the largest expected return for the same risk.
Methodology
This study uses a quantitative approach. As for data was carried out in two ways, namely literature study and field study. Literature study conducted by books and other scientific papers and journals that can support the research. Field study conducted by collecting the secondary data that will be used for data process. This study is using weekly data with period of during September 2014 until September 2016. All the data are in Indonesia Rupiah and are from Datastream database.
Research model
Shares to put into portfolio should be having negative correlation to each other. From Table 2 , it can be seen that shares of the selected stocks is on the Indonesia Stock Exchange main board, which means these stocks are shares from the first liner.
Shares from the first liner are having the characteristics of high trading value. Trading value obtained based on the calculation of stock trading at a particular period multiplied by the price of the stock at the time. Shares of the first liner are also having the great number of market capitalization. It can be seen from The 2nd ICVHE Before we determine weights to each stock then first calculate the global minimum variance portfolio (a limit rational investors) and optimal risky portfolio (critical interface between best possible capital allocation line (CAL) and efficient frontier)
by Markowitz. The following is illustration of global minimum variance portfolio and optimal risky portfolio): On the other hand, equity analyst reports from Trimegah Securities, Tbk are used as proxy for broker recommendation. 
Research method
The research method that used in this study is based on Elton & Gruber (1977) research result. Elton & Gruber (1977) research was about the risk reduction and portfolio size.
This research was used weekly data period of June 1974 with 3.290 shares sample. The research conclusion stated that the more shares in the portfolio, then the lower risk that can be produce.
Result
Markowitz model
The first step to develop an optimum portfolio based on Markowitz model is to form a risky asset portfolio. Then, the correlation data and covariance data are necessary to calculate in order to process the data.
Based on the aforementioned changes. Investors who diversified having the rate of return 26.63% from their portfolio. Whereas, investor who not diversified they experience loss due to not get the optimal rate of return.
Broker recommendation
Broker usually offering investor to buy or sell stocks at certain price in certain moment.
Some investors are depending on this recommendation because they can't manage their own portfolio daily. This is very common to follow broker's statement, but since broker never state on how much assets we need to add in our portfolio, so for the proportion we still using solver application from Microsoft Excel. Before that, correlation and covariance data are also necessary to show in this method.
From the aforementioned table, we can see that highest correlation is from AALI-LSIP (0.69). Both of AALI and LSIP are from the same industry, which is Agriculture.
It means if AALI's stock price is declining, LSIP's price is also decline. However, based on broker recommendation we can conclude that there are none negative correlations between stocks. It may affect the portfolio later since there is none of those stocks whom able to be complement to each other. Table 9 shows that return of each stock are generally high except TLKM. The highest return is from PGAS with 79.42% along with high risk also (55.99%). The negative return for TLKM is bad signal for our portfolio because it may affect portfolio rate of return. However, ADRO's stock risk in this method is higher than in Markowitz portfolio (75.4%). Moreover, to obtain the proportion of each stock, we can use solver application with minimal standard deviation as the target, weight who want to be solved is changing cells, the number of weight = 1, and each weight is 0 >= as constrain.
Then, we get weighted average for each stock as stated earlier. Last, we can calculate how much return and minimum risk for this portfolio.
Based on Table 7 , we can conclude that proportion of its shares using Markowitz model are divided proportionally for each share. Moreover, we can also conclude that the risk are borne investors has decline if investor diversified their portfolio. It is proven by the risk of each share that had remained in a range up to 79% before diversified become 6.29% after diversification. In addition, the rate of portfolio stock return also changes. Investors who diversified having the rate of return 8.51% from their portfolio.
Whereas, investor who not diversified they experience loss due to not get the optimal rate of return. rational investor should look up to other industries such as miscellaneous industry or consumer goods, which are, have negative correlation.
Conclusion
Diversification portfolio was advice most qualified to invest in the stock market.
Investors who diversified its shares for the purpose to reduce the risk because loss at one shares can be covered with a profit on the other share. The performance of a portfolio be very much determined by return expectations and risks with him. Portfolio risk is strongly influenced by risk each stock, the percentage/weight each share and also the correlation across shares in the formation of portfolio. Method selection in doing valuation portfolio is also affect the rate of return of a portfolio. Method selection in doing valuation portfolio is also affect the rate of return of a portfolio. In this article, it can be seen that valuation portfolio in a Markowitz model is greater than broker DOI 10.18502/kss.v3i11.2872 Page 1614
The 2nd ICVHE recommendation. This is because in Markowitz model there is 12 shares that put in their portfolio while in broker recommendation only use 7 shares. Hence, it can be concluded that the more shares in investor's portfolio will be able to reduce the risk that had to borne and yielding bigger the rate of return also.
